
COMPTROLLER GENERAI- OF THE UNITED STATES 

WASHINGTON 

«0V I 8 1943 

The HomH^Ms 

Th» Socrotary of th« Bavy* 

L^ dear l£r« Knooc* 

KT«TI1 nation by reproaentat lves of t h i s o f f l oe of th« contracts 

and records pvrtalnlng to the operation of tho restaurant at the 

Portsmouth Uavy Yard* Klttsi-y, Me., hriucs out cer ta ia ^natters to 

vhlch I t la deesBied advlsahle t o i n r l t e your a t tent i o n , and -wliich are 

reported subatant ia l l j ' as f o l l o v s i 

The restaurant a t the Portamouth r̂ vy Yard, Kltterj- , f 'o . , 
haa been operated ae a conceaslon by Crotty Brothers, Ifaine, 
.Ino«, under an agreement dated April £ 6 , I9h^» entered Into 
by and between the Portsmouth Ha-vy Tard, repreaeuted by John 
D* Wialnvrlghtj Bear Admiral, Comaandant, azid Crotty Brothers* 
}toine, Ino«, represented \fy Andrew J* Crotty, J^», Pres ident , 
whioh granta the oocelualve pr lT i l ege of s e l l i n g a l l food 
s t u f f s , ineluding candy, tebaooo, s d l k , and beverages^ exoept* 
Ing a looho l lo bevera^^ee, within the Navy Yard p lan t , except 
at the Subaarine Barracks* Uarine Barracks, Ilavml Prison* 
Hosp i ta l , and Officera* Club* The contraot prorldes tor 
payment by Grotty of U par cent of i t s gross r e c e i p t s , with 
the ezoeptloQ of reee lpta f r o s s a l e s ot miUc, e lgara , c i g a r e t t e s , 
Eind tobacco* 

By an exchange of l e t t e r s , the agreement was modified 
e f f e o t l v e October 1^ 19Ul# 'to provide for a oossnisaion of 
2 per oent in l i e u of h per c e n t . 

Connnissioua received from Crotty hare been paid by oheoks 
made payable t o t h e "Havy Tard Iilorale Fund"* and have been 
depoaitod by Ur* Dennis Lon;;̂ * chief c l e r k . In the ^ew llan^ehtre 
^fatlonal Bank, Portsmouth, ?• H* Heoards shcrw that the balance 
on hand as of August JO, 19^3* wa" Ol2*391*85j and that over 
the period fron June 19Ul t o August 2 1 , 1943* & t o t a l amount 
of ^16,835*^3 Ts*» disbursed therefrom* for various purposes* 

v.-
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"iVhon Admiral Withers* present c«aaandant, vas f i r s t 
contacted regarding the oontraet* he stated that he had 
been t ipped off from C^onaet Point* R.I .* that the Coinptroller 
Qsnerali* i n v e s t l g a t o r i were ^oing in to the loatter of 
restaurant contracts* and that he intended t o ob l iga te the 
balance on hand In the fund ao that i t oould not be taken ovur* 
and t o ne(;otiate a new contract whioh could not be questioned 
by the Comptroller General. 

A nene agreeiaont was executed as of August 26* 19U3* by 
and between t h e Portsmouth Eavy Yard Employees Cooperative 
Associat ion* and Crotty Brothers* S^ine* Ino** and the ai;;ree* 
ment i s shown to )iav« been approved by T« Viithera* Rear Admiral* 
Commandant, The tarms and condit ions of t h i s a(,reement* v i t h 
SGaie ohan(,'JS* are siiiiilar to the prior a^;r9<auent« The c lause 
providin-- for payments i s as follovrei 

"Crotty furtiier agrees to pay to the Assoc iat ion 
two per oent ot i t s ^^rosa r e c e i p t s fron the business 
done in the Ihiv̂ - Tord Plant** 

Ihe contractor occu-; i ee apace in buildini^s in the Navy 
Yard as follcww i 

Bui ld in i Ho. 13- A building; approximately 100 f e e t by 
200 f e e t houses the :aain ca fe ter ia* I t was leamed that 
charges for a l a o t r l o i t y and water aro metered for t h l a builclint 
aud paid by Crotty t o the disbursing o f f i cer* Charges for 
heat and power (steam) are prorated and appear t o be proper* 
Char^^es for gas are paid d ireot (tank £̂ as I s used) but a l l 
tjas piping and oonnootions were furnished at OoveiTUQent expense* 

3uildln{^ Ho* l'lk» A port ion of th is bulldizx^;* approx
imately 50 f e e t by 100 f ee t* has been occupied by Crotty s ince 
February 3t 3I9U3J "t'lthout aay oharjjes for e l e c t r i c i t y * -Brnter* 
heat* and power* 

Six "shacks" approximately 7 f e e t by 18 fee t* b u i l t out-
aide various buildinr^s in the Yard, are occupied tiy Crotty 
a t various feeding in terva l s throughout the day for the d i s 
t r i b u t i o n of sandwiches, c o f f e e , etc** for the workmen* 
These shacks have no oonnectlona for water* heat* and pGV7er, but 
are Ttlred for two l i gh t receptaolea for which no e l e c t r i c i t y 
charge i s iimde to Crotty* In addi t ion t o theee buildlnr;a* ovens, 
s toves* r e f r i g e r a t o r s , racks* counters* tab les* and chairs are 
furniahad by the liayy* _ _ _ ^ 
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In an int«r7i«w» Capt* H* D* Spaldinf;* PabUo TTorka 
Officer* s t a t e d thfit he had b i l l e d Crotty for power* water* 
heat* aiid l i g h t fumiahed t o Buildlag tlo* 18 ( the ra in r e s 
taurant bui ld ing)* but that t o h i s fcnofwledge no oharfjes have 
been .̂lade for these u t i l i t i e s in ether locat ions occupied by 
Crotty* He s tated that he would slf.art b i l l i n g the oontraotor 
for u t i l i t i e s used in Building Ho* XJk as of Septeinber 1* 19U3« 
but that only e l e c t r i c i t y -t^s used in the s i x shac&s and that 
the amount used would be toe oamll t o bother with* Capt* 
Spalding a l s o s tated that ths Itevy ha.o been fi irnishing a l l 
jan i tor serv ice for Building ^o* 17Jf| that t h i s appeared t e be 
proper irtien Crotty f i r s t s tarted using t h i s bui ld ing in ear ly 
I9U3 beeause the Havy f<jmlBh«d t h i s space as a rooia In whioh 
i t a ec^loyees iTiight keep TTarra t ihl le eat ing lunohj and that the 
bulilnMe kept grcwlne and when servio« counters were b u i l t for 
Urotty (con^ileted February 5» 19U3) he f e l t tha t tho oontraotor 
should furnish h i s own jani tor serrloe* but ims t o l d by the 
Coairnandaut that Crotty was unablo t o obtain the necessary 
help t o supply th la s e r v l c e i but that beglnnlnj; Septesober 1* 
19lt3# e i ther Crotty woTild furnish h i s own s e r v i c e or be charged 
for the s e r v i c e furnished by the Havy* î̂ ith reference t o past 
due charges for u t i l i t i e s and jani tor Service for building No* 
17U# Capt* Spalding stated that he would prefer t o have the 
Oenoial Accounting Office e s t a b l i s h these amounts* a f ter whioh 
ac t ion -ETould be taken t o e f f e c t c o l l e c t i o n * 

Heane for the vlotenalnatlon of the value of u t i l i t i e s 
furnished i3>.iilding No* I7U ware not presently avai lable* Kow-
aver, Inq-iry d i sc lo sed that for t h s period from February U« 
19U3J t o July 31i 19U3* ino lus lve* the f u l l tlmo sorvices of at 
l e a s t two Jaii ltors T/ere used tor the portion ot tho building 
occupied by Crotty* which serv ioes at the nodlan rate of pay 
for jan i tor s* $6*140 p&r day ($12*80 for t-wo)̂  would approxiinate 
12,279.140* 

For t h e period of June 1* 19142* t o July 31» 19U3* inc lus ive* 
Crotty hae received coinffliaeionB of |17*171»52 tram vending 
oiaohinee of the iSaine Candy Service Co*, PortSiTiouth, H. H** 
Those vending machinos ore owned and serviced by the Maine 
Candy Service Co* vrith RO operating expense whatsoever t o Crotty 
and the coiiaaiaslon ia on a 20 par cent bas i s* 

For the period of April 1* 19^42* t o July 5 1 . 19l*5. inolvisivo* 
Crotty received coamlssions of $18,920*66 from the Bcrerage D i s -
pimsers of Boston* Ino*« 113 Lincoln Streot* Boston* Itiase** for 

--flalffw of hflTnra[^Bg diapensed in cupa from vending machines* 
This oommiasion i s on a 25 per oent bas i s or ^tOlS^ per drink* 
Ifhese vending laachines ar© owned and serviced by the Beverage 
Uispensere of Boston* Ino** with no operating expense t o Crotty* 
Of tho o ishtaen rachines now in tEe" Yard under Crotty only one 
niflohlne i e located in the restaurant* 
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On the ccmblned p r o f i t s of candy vending saftchlnes* 
and drink vending m&ehlnea^ amounting t o I36*Q9&«20» Crotty 
has peld a 2 per cent ecsaBUaslon on grosa sa l e s amounting t o 
S3230*d0» leav ing a balanee of |32*36l*l40 prof i t t o Crotty* 

For the period of ISareh 20* 19U2, to July 31* 19U3. 
I n o l u s l v e , Crotty has received conaiss lons of |9990*65 from 
t h e Maine Cigarette Service Co«* Portsmouth* 1I*H«* for sa l e s 
of cig^arettes frosi vendin;^ jAchines* This ooliBnissloa i s on 
a 1*0X3 b a s i s per package of c i g a r e t t e s * These vending 
naehinea are owned and sorvicsd \iy the T̂ jkine Cl{varette 
Service Co* with no oper«.tlng expense t o Crotty* but a l l of 
t h i s prof i t has be^n retained by Grotty rier nara^raph 1* of 
agreement dated April 2Q, 19lil« 

i h l e p r o f i t of #8,990*65 plus the ;>rofit of §32,86l . i |0 
as shown, supra* t o t a l * iJlAcd5^«03 prof i t t o Crotty for the 
period of liaroh 20* 19li2* t o August 21* 19i;5* 

In an interview Mr* Ijonf̂  s tated that he y.nsfK ot ao 
a.tthority fpr creat ing a "Havy Yard Morale Fund"; that he 
tnew of no authority for t h e d iapos l t i on of Such a fundi 
that coB^et l t ive bids were not s o i i o i t e d in granting the 
concess ion t o Crottyi and that a copy of the contract was not 
transAit ted t o t h e General Aecoui.tluf, Office* Mr* Long 
further stated that the authority for negot iat ing the a^ree^ 
ment of August 26* 19U3i vas l e t t e r dated July 15* 19U3» 
from Halnh A* Bard* Ass i s tant Seor-atary of the Mavy (SOSBD-
lEi-WEB/br)* 

I t i s requested that the value of the u t i l t t l o a end jaivltor ser 

v i c e furnished t h e contractor over the period for whioh char(;;aa ^mre 

not :nade be asoertained and c o l l e c t i o n made* 

In aooordenoe with tho rogi-iirenentB of seot lon 37U3# Sevised 

Statutos* t h e or ig ina l oontraet as fuodified and supplefaented should 

ba forwarded t o t h i e o f f i c e , to^^sther -rrith j u s t i f i c a t i o n for entering 

into the oontraot without advertlsinE* 

P.eEordleas of t h e fora of the â  re am ent and the contracting 

-^artios* i t ia ohvi'^us that the^ restaurant ii3 op'orabad i-n-goverraaeat 
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bulldings and that i t s equipaeat, in large part* was paid for froo 

appropriated funds of tho United Statss* 

As wae stated in a previous let ter to you (A*9S'6ii42* March 19, 

19)45)* coverinjj a slndlar 'ratter* i t is appreciated -i-hat tho cafeteria 

serves a verj' useful oMroose* and there i s certainly no disposition 
\ 

cn the part of th^fi, office to object to i t* 1 Hoirever, in the absence 

of statutory £i;;t)iorlty per.-aittln^; the retention of revenues aooruing 

thortfrom* and sinoe the rit^ht to plfLCe vending machines iu Government* 

owned buildiut^s coaatitjtea a valuable privilege whioh should be le t 

to the hii;;he*t bidcer, a l l receipts tram suoh leasing ar* i>ublic funds 

and* tOi^otnar with a l l rt'Venuos from the cafeteria* are required to 

o& de^iositod and covered into tha Treasury ati luisoellaneoue reoelpts 

under the (jrovisloua ot section 36l7» Revised Statutes (tJ.S.C* 31»l*8i*) 

and 7 Comp* Geu* 306* 

Advice as to the action taken will bo appreciated* 

3inoerely yours* 

Conptroller General 
of the United States 


